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Mr. Chairman, my name is George Gould, Legislative and 
Political Assistant to President Vincent Sombrotto of the National 
Association of Letter Carriers, a labor organization of over 
266,000 members who are either presently employed as city delivery 
carriers by the U.S, Postal Service or who are retired from such 
employment. President Sombrotto could mot appear today due to a 

LONG TERM COMMITMENT. 

The current Civil Service Retirement System is the yardstick 

WHICH WE SHOULD USE AS A MEASURE IN BEGINNING TO DEVELOP THE 
SUPPLEMENTAL RETIREMENT PLAN FOR MEW HIRES. TO MAKE THE 
SUPPLEMENTAL PLAN SIGNIFICANTLY WORSE WOULD BE UNFAIR TO NEW HIRES 
AND DISCOURAGE QUALIFIED PEOPLE FROM SEEKING FEDERAL/PCSTAL 
EMPLOYMENT v TO MAKE IT APPRECIABLY BETTER WITHOUT A SIMILAR CHANGE 
TO THE PRESENT SYSTEM WOULD BE UNJUST TO CURRENT CAREER EMPLOYEES 
AND RETIREES. THE SUPPLEMENTAL SHOULD APPROXIMATE THE CURRENT CSRS 
AS CLOSELY AS POSSIBLE IN BOTH COSTS AND BENEFITS. 

The Committee has received much testimony and studies 

COMPARING PRIVATE SECTOR RETIREMENT PLANS VERSUS CSRS. THERE ARE 
SOME CLEAR DIFFERENCES WHEN COMPARING THE SYSTEMS. OVERALL, 

HOWEVER, WHEN YOU ASSEMBLE ALL THE PIECES OF AN INTEGRATED PLAN 
(INCLUDING HEALTH, GROUP LIFE, PENSION AND THE REST), THE PRIVATE 
SECTOR TOTAL COMPENSATION EXCEEDS THAT OF THE FEDERAL GOVERNMENT BY 
MORE THAN 7 PERCENT. 

IT IS FALLACIOUS AND ABSURD TO CONTEND THAT POSTAL EMPLOYEES 
HAVE "EXCESSIVE, OVER GENEROUS RETIREMENT PLANS," AS CLAIMED BY 

former CPM Director Donald Devine and by J. Peter Grace, who 

OPERATES UNDER THE FICTITIOUS BANNER OF "CITIZENS AGAINST WASTE." 
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Any supplemental plan developed by Congress should consist of 
Social Security and a supplemental Civil Service plan. The 

SUPPLEMENTAL PORTION SHOULD PROVIDE COMPARABLE DEFINED BENEFITS 
WITH PRESENT CSRS BENEFIT LEVELS. THE NALC BELIEVES THE NEW 
PROGRAM SHOULD HAVE CERTAIN BASIC ASSUMPTIONS: 

The NALC, at this time, opposes pre-1984 hires transferring 

INTO THE NEW SYSTEM UNI FSS THE SUPPLEMENTAL PLAN IS PART OF THE 

existing Civil Service Retirement System and does not drain or 

s 

SEGREGATE THE FUNDS SO AS TO ISOLATE OLD FROM MEW. 

The NALC supports a full cost-of-living-adjustment. Both the 
GAO AND Hay reports say that the COLA is a primary reason that our 
compensation doesn't fall drastically behind private sector plans. 
We oppose OPM's suggestions of a means-tested COLA or any other 
proposal to reduce the COLA. This includes the Reagan-Senate 
Republican plan for a modified 2% retirement COLA. According to the 
the Administration's inflation projections, in the next 3 years 
THERE WILL BE 12.6% INFLATION. USING THE CPI MINUS 2% PLAN, 
RETIREES WOULD RECEIVE ONE-HALF OF THAT ADJUSTMENT. WE MUST 
REMEMBER THAT MOST RETIREES LIVE ON FIXED INCOMES SO INFLATION IS A 
SWORD OVER THEIR HEADS. PROPOSALS TO CUT RETIREE COLAS WOULD FORCE 
MANY RETIREES BELOW THE POVERTY LEVEL. 

Maintaining the status quo on age 53 retirement and high-3 

FORMULA COMPUTATION HELPS KEEP EMPLOYEES CONFIDENT OF THEIR 
RETIREMENT SYSTEM. THESE BENEFITS MAKE THE CIVIL SERVICE ATTRACTIVE 
TO QUALIFIED PERSONNEL, DESPITE SALARIES WHICH A 1984 HAY 

Associates study estimated lag 10% behind the private sector. 
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Mr. Chairman, I would now like to address the specific issues 

WHICH YOU RAISED IN YOUR LETTER. 

Cost 

The normal cost of the current CSRS system to the government 
IS 24.7% OF payroll. To be consistent with current retirement 
COSTS, THE NEW SYSTEM SHOULD COST APPROXIMATELY 18.6% OF PAYROLL. 

That figure is the result of subtracting the federal Social 
Security contribution (which is estimated at 6.1% of payroll) that 

IS NOW PAID FOR NEW HIRES, FROM THE 24.7% FIGURE THAT REPRESENTS 
THE CURRENT, NORMAL RETIREMENT COST OF CSRS TO THE GOVERNMENT. 

WE RECOGNIZE THAT IT WILL BE DIFFICULT TO DESIGN A NEW SYSTEM 
EXACTLY MEETING THOSE SPECIFICATIONS. BUT THE PRINCIPLE OF 
EQUALITY BETWEEN THE SYSTEMS SHOULD GUIDE OUR DISCUSSIONS. 

Social Se cur.LH IlLI 

The Social Security "tilt" is the formula whereby Social 
Security replaces a higher percentage of salary of lower income 

PEOPLE SO THAT THEY HAVE AN ADEQUATE BASE ON WHICH TO RETIRE. IT 
WAS ESTABLISHED BY CONGRESS TO PROTECT LOW- INCOME RETIREES. THE 
MALC AGREES WITH THIS TILT IN PRINCIPLE AND DOES NOT THINK THAT THE 
SUPPLEMENTAL SHOULD HAVE A BUILT-IN OFF-SET. 

However, for those people who feel they want to off-set the 

"TILT", THERE COULD BE AN OPTIONAL VOLUNTARY IRA-TYPE PLAN SIMilLAR 
TO THE 401 (K) PLANS WHICH MOST PRIVATE PLANS INCORPORATE. I WANT TO 
BE ABSOLUTELY CLEAR THAT IT WOULD BE VOLUNTARY AND NOT PART OF THE 
BASIC ANNUITY. IRA'S GENERALLY ARE AFFORDABLE AND USEFUL TO THOSE 
FAMILIES WHICH HAVE REAL INCOME LEVELS OF MORE THAN $40,000; MOST 

LETTER CARRIERS EARN FROM $20,000 TO $30,000. 
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Employee Contributions. 

IN ADDRESSING THE QUESTION OF THE EMPLOYEES' CONTRIBUTION/ IT 
IS IMPORTANT TO REMEMBER THAT MOST PRIVATE SECTOR EMPLOYEES DO NOT 
CONTRIBUTE TO THEIR PLANS AT ALL. THE PRINCIPLE REASON THEY DON'T 
CONTRIBUTE IS THAT COMPANIES ARE ALLOWED TO WRITE-OFF THEIR PLANS 
AS TAX DEDUCTIONS AND THE MONEY IS NOT SUBJECT TO TAXATION AS 
INDIVIDUAL INCOME. IT IS FAIR TO SAY , THEN, THAT ALL OF US PAY FOR 
PRIVATE SECTOR RETIREMENT. 

Currently, post-1983 hirees contribute 7.05% to Social 
Security and 1.3% to Civil Service Retirement, a total of 8,35%. 

We believe that is adequate and in sync with the current CSRS. New 
employees would have to contribute 1.3% TO their supplemental to 

MAKE THE CONTRIBUTIONS TO THE TRUST FUND BY BOTH PRE-1984 AND NEW 
EMPLOYEES ROUGHLY EQUIVALENT. 

Funding 

The current Civil Service Retirement System is a defined 

BENEFIT PLAN WHICH IS FUNDED BY CONTRIBUTIONS FROM THE EMPLOYEE AMD 
THE EMPLOYER, AND GUARANTEED BY THE EMPLOYER, IN THIS CASE THE U.S 

Government. The new supplemental should incorporate a similar 

PROGRAM OF COMBINED PAYMENTS TO THE TRUST FUND TO INSURE THAT THERE 
ARE ADEQUATE FUNDS TO MEET NEEDS AS THE SYSTEM EVOLVES. 

VE ST I M 

While most private sector plans respond to ERISA requirements 

OF A 10 YEAR VESTING PERIOD, THE CSRS LEVEL IS FIVE YEARS. THE 10 

YEAR FIGURE WAS NEEDED TO PROTECT PRIVATE SECTOR EMPLOYEES FROM 

COMPANIES WHOSE SOLVENCY WAS IN QUESTION. SINCE THE FEDERAL 
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GOVERNMENT DOES NOT FACE A SOLVENCY PROBLEM, THE 5 YEAR PERIOD IS 
ADEQUATE. 0PM' S CALL FOR A 1 YEAR VESTING PERIOD AND COMPLETE 
PORTABILITY WOULD UNBALANCE THE SITUATION BY ENCOURAGING A 
TRANSIENT, LESS RELIABLE WORKFORCE WITH MUCH LESS ACCOUNTABILITY. 

Unique Employment Cat egories 

The NALC understands that certain groups of employees, such as 

LAW ENFORCEMENT OFFICERS, FIRE FIGHTERS, AIR TRAFFIC CONTROLLERS 
AND THE FOREIGN SERVICE, HAVE CIRCUMSTANCES NECESSITATING SPECIAL 
RETIREMENT CONSIDERATIONS. WE FULLY SUPPORT PROVIDING THOSE GROUPS 
WITH RETIREMENT POLICIES CONSISTENT WITH THEIR MEEDS. 

IN SUMMARY, WE RECOGNIZE THAT THE SUPPLEMENTAL IS A CRUCIAL 
AND COMPLEX ‘ISSUE WHICH NEEDS TO BE RESOLVED IN A TIMELY MANNER. I 
HOPE OUR TESTIMONY HAS BEEN HELPFUL. WE ARE PREPARED TO COOPERATE 
AND WORK WITH ANYONE ON DEVELOPING A PLAN. INDEED, WE HAVE WORKED 
CLOSELY WITH YOU, MR. CHAIRMAN, AND WITH CHAIRMAN STEVENS ON THE 

Senate side on this issue. 

We have even tried working with OPH but, frankly, under Dr. 
Devine, they constantly take a confrontational stance which poisons 
the waters. He —and his political hatchet hires— persist in 

TRAVELLING AROUND THE COUNTRY SPOUTING NEGATIVE STEREOTYPES OF 
FEDERAL AND POSTAL WORKERS AS BEING OVERPAID, LAZY BUREAUCRATS 
WHOSE RETIREMENT IS "EXCESSIVE AND OVER GENEROUS." 

The OPM supplemental plan reflects his — and this 
Administration's— malicious attitude. Devine acts like the wolf 

IN A CHICKEN COOP. FOR EXAMPLE, HIS 59 1/2 AGE REQUIREMENT IS A 
BACKDOOR WAY OF REVISING THE CURRENT 55 & 30 REQUIREMENT. 
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On the question of how much the average postal retiree would 

RECEIVE, 0PM IS DEATHLY SILENT. THEIR PROPOSAL FOR 1 YEAR VESTING 
AND COMPLETE PORTABILITY MAY BE A RUSE TO ENHANCE THEIR ABILITY TO 
RIF PERSONNEL. OPM WANTS PEOPLE TO TRANSFER TO THE NEW SYSTEM 
WITHOUT GUARANTEEING THE VIABILITY OF THE CURRENT PLAN, WHICH 1 MAY 
SET UP A SITUATION WHERE THEY "MUST CUT BACK ON BENEFITS TO 
MAINTAIN THE INTEGRITY OF THE SYSTEM." IN GENERAL, OPM'S 
INSENSITIVITY IS MATCHED BY ITS POVERTY-LEVEL IDEAS FOR THE 
SUPPLEMENTAL. 

Finally, it should be remembered that a good retirement system 

IS NOT AN EXTRANEOUS COST, BUT THE PRICE CORPORATIONS AND THE 
GOVERNMENT PAY IN COMPETING TO ATTRACT QUALITY PERSONNEL. THE 
TOTAL PACKAGE SHOULD NOT LEAVE ELDERLY PEOPLE IN FEAR OF INADEQUATE 
INCOME NECESSARY FOR HEALTH AND WELFARE. 

Mr. Chairman, the letter carriers are an excellent group of 

MEN AND WOMEN WHO DAILY OVERCOME ADVERSITY TO DELIVER THE MAIL. WE 
LOOK FORWARD TO TO WORKING WITH YOU IN DEVELOPING A FAIR AND 
EQUITABLE SUPPLEMENTAL RETIREMENT PLAN THIS IS JUST FOR BOTH NEW HIRES 
AND P RE- 1984 EMPLOYEES. 

Mr. Chairman, I will be happy to answer any questions you or 

MEMBERS OF THE COMMITTEE MAY HAVE. 
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